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TITLE 114
LEGISLATIVE RULE
INSURANCE COMMISSIONER

SERIES 28
COORDINATION OF HEALTH BENEFITS

8§114-28-1. General.

1.1. Scope. -- This rule is applicable to evasyrance contract which provides health
care benefits and which is issued on or after Jgftfg 2011. Insurance contracts which provide
health care benefits and which were issued beforaaly 21, 2011 shall be brought into
compliance by the later of the next anniversarg @atrenewal date of the contract or the
expiration of any applicable collectively bargairemhtract pursuant to which it was written.
This rule is based on the "Coordination of Bené¥tsdel Regulation (Model 120)" adopted by
the National Association of Insurance Commissiongssamended in 2005.

1.2. Authority. -- W. Va. Code §833-2-10,
1.3. Filing Date. -- April 14, 2010.
1.4. Effective Date. -- April 14, 2010.
1.5. Purpose. -- The purpose of this rule is to:
_ 1.5.a. Establish a uniform order of benefit deteation under which plans pay
claims 1.5.b. Reduce duplication of benefits by permittnreduction of the benefits

paid by a plan that, pursuant to this rule, dodgshawge to pay its benefits first; and

1.5.c. Provide greater efficiency in the procegsifhiclaims when a person is
covered under more than one plan.

8§114-28-2. Definitions.

The following words and terms, when used in thle ghall have the following meanings
unless the context clearly indicates otherwise:

2.1. Allowable Expenses.

2.1.a. "Allowable Expense" means the necessaagpreble and customary item
of expense for health care when the item of expensevered at least in part under any of the
plans involved, except where a statute requirafereht definition, including coinsurance or
copayments and without reduction for any applicaeeuctible.



2.1.b. If a plan is advised by a covered persahdh plans covering the person
are high-deductible health plans and the pers@md# to contribute to a health savings account
established in accordance with section 223 ofrtkerhal Revenue Code of 1986, as amended,
the primary high-deductible health plan’s deduetiisl not an allowable expense, except for any
health care expense incurred that may not be duiojélce deductible as described in section 223
(©)(2)(C) of the Internal Revenue Code of 198Gmgnded.

2.1.c. An expense or a portion of an expenseshatt covered by any of the
plans is not an allowable expense.

2.1.d. Any expense that a provider by law or iooadance with a contractual
agreement is prohibited from charging a coveredqgers not an allowable expense.

2.1.e. The following are examples of expensesatenot allowable expenses:

2.1.e.1. If a person is confined in a private ltaspoom, the difference
between the cost of a semi-private room in the ib@lspnd the private room is not an allowable
expense, unless one of the plans provides covérageivate hospital room expenses;

2.1.e.2. If a person is covered by two (2) or mmams that compute their
benefit payments on the basis of usual and custofeas or relative value schedule
reimbursement or other similar reimbursement matlomy, any amount charged by the
provider in excess of the highest reimbursementuenriior a specified benefit is not an
allowable expense;

2.1.e.3. If a person is covered by two (2) or nmams that provide
benefits or services on the basis of negotiates] @y amount in excess of the highest of the
negotiated fees is not an allowable expense;

2.1.e.4. If a person is covered by one plan taltxdates its benefits or
services on the basis of usual and customary feesative value schedule reimbursement or
other similar reimbursement methodology and anqgtkeer that provides it benefits or services
on the basis of negotiated fees, the primary plpaisnent arrangement shall be the allowable
expense for all plans. However, if the provides bantracted with the secondary plan to
provide the benefit or service for a specific negetl fee or payment amount that is different
than the primary plan’s payment arrangement atfteiprovider’s contract permits, that
negotiated fee or payment shall be the allowabferse used by the secondary plan to
determine its benefits.

2.1.f. The definition of "allowable expense" magkide certain types of
coverage or benefits such as dental care, visi@) paescription drug or hearing aids. A plan
that limits the application of Coordination of Béitee(COB) to certain coverages or benefits
may limit the definition of allowable expense ia @¢ontract to expenses that are similar to the
expenses that it provides. When COB is restritttexspecific coverages or benefits in a contract,
the definition of allowable expense shall includaikar expenses to which COB applies.



2.1.9g. When a plan provides benefits in the fofreenvices, the reasonable cash
value of each service will be considered an alldeapense and a benefit paid.

2.1.h. The amount of the reduction may be excldd®d allowable expense
when a covered person’s benefits are reduced @npiemary plan:

2.1.h.1. Because the covered person does not gomitplthe plan
provisions concerning second surgical opinionsrecertification of admissions or services; or

2.1.h.2. Because the covered person has a lowefibbecause the
covered person did not use a preferred provider.

2.2. "Birthday" refers only to month and day inadendar year and does not include the
year in which the individual is born.

2.3. "Claim" means a request that benefits ofa ple provided or paid. The benefits
claimed may be in the form of:

2.3.a. Services (including supplies);
2.3.b. Payment for all or a portion of the expsriseurred;
2.3.c. A combination of subdivision a and b okthubsection; or
2.3.d. An indemnification.
2.4. "Closed panel plan" means a plan that previgialth benefits to covered persons
primarily in the form of services through a pankepmviders that have contracted with or are
employed by the plan, and that excludes benefitsdovices provided by other providers, except

in cases of emergency or referral by a panel member

2.5. "Consolidated Omnibus Budget Reconciliatiant &f 1985" or "COBRA" means
coverage provided under a right of continuatiorspant to federal law.

2.6. "Coordination of Benefits" or "COB" meansraysion establishing an order in
which plans pay their claims, permitting secondgaans to reduce their benefits so that the
combined benefits of all plans do not exceed tltalvable expenses.

2.7. "Custodial parent” means:

2.7.a. The parent awarded custody of a child tyuat decree; or

2.7.b. In the absence of a court decree, the pasémwhen the child resides
more than one half of the calendar year withouareégo any temporary visitation.

2.8. a. "Group-type contract" means a contractithabot available to the general



public and is obtained and maintained only becafiseembership in or a connection with a
particular organization or group, including blankeverage.

2.8.b. "Group-type contract" does not includeradividually underwritten and
issued guaranteed renewable policy even if thepdipurchased through payroll deduction at
a premium savings to the insured since the inswedd have the right to maintain or renew the
policy independently of continued employment whik employer.

2.9. "High-deductible health plan" has the meamjivgn to the term under section 223
of the Internal Revenue Code of 1986, as amendédebyledicare Prescription Drug,
Improvement and Modernization Act of 2003.

2.10. "Hospital Indemnity Benefits” means beneiits related to expenses incurred.
The term does not include reimbursement-type benefien if they are designed or administered
to give the insured the right to elect indemnitgeybenefits at the time of claim.

2.11. a. "Plan" means a form of coverage witlictvicoordination is allowed. Separate
parts of a plan for members of a group that argigeal through alternative contracts that are
intended to be part of a coordinated package odfiterare considered one plan and there is no
COB among the separate parts of the plan.

2.11.b. If a plan coordinates benefits, its carttshall state the types of coverage
that will be considered in applying the COB proersof that contract. Whether the contract uses
the term "plan” or some other term such as "progréme contractual definition may be no
broader than the definition of "plan™ in this swadion. The definition of "Plan” in the Model
COB Provision, in Appendix A, is an example of whaty be used.

2.11.c. "Plan" includes:

2.11.c.1. Group and nongroup insurance contracts a
subscriber contracts;

2.11.c.2. Uninsured arrangements of group or gtgpe coverage;
2.11.c.3. Group and nongroup coverage througledlpsnel plans;
2.11.c.4. Group-type contracts.

2.11.c.5. The medical care components of long-t&ra contracts, such
as skilled nursing care;

2.11.c.6. The medical benefits coverage in autol@tbo fault” and
traditional automobile "fault” type contracts; and

2.11.c.7. Medicare or other governmental beneditsept as provided in
paragraph 8, subdivision d of this subsection. t plaat of the definition of "Plan" may be



limited to the hospital, medical and surgical bésedf the governmental program.
2.11.d. "Plan" shall not include:

2.11.d.1. Hospital indemnity coverage benefitstber fixed indemnity
coverage;

2.11.d.2. Accident only coverage;

2.11.d.3. Specified disease or specified accidewtrage;

2.11.d.4. Limited benefit health coverage;

2.11.d.5. Benefits provided in long-term care masge policies for non-
medical services, for example, personal care, aldyltcare, homemaker services, assistance
with activities of daily living, respite care andstodial care for contracts that pay a fixed daily
benefit without regard to expenses incurred ord¢eeipt of services;

2.11.d.6. School accident-type coverages thatrameaenmar, high school
and college students for accidents only, includitidetic injuries, either on a twenty-four (24)
hour basis or on a "to and from school" basis;

2.11.d.7. Medicare supplement policies;

2.11.d.8. A State plan under Medicaid; and

2.11.d.9. A governmental plan, which, by law, pdeg benefits that are
in excess of those of any private insurance plastloer non-governmental plan.

2.12. "Policyholder” means the primary insured ednm a nongroup insurance policy.
2.13. "Primary Plan" means a plan whose benedita fperson's health care coverage
must be determined without taking the existencangfother plan into consideration. A plan is

a primary plan if:

2.13.a. The plan either has no order of beneférd@nation rules, or it has rules
which differ from those permitted by this rule; or

2.13.b. All plans that cover the person use thieoof benefit determination
rules required by this rule, and under those rilleplan determines its benefits first.

2.14. "Secondary Plan" means a plan which is rtriraary Plan.
8114-28-3. Model COB Contract Provision.

3.1. Appendix A contains a model COB provisiondse in contracts. That use is



subject to the provisions of subsections 3.2, B83&4 of this section and to the provisions of
Section 5 of this rule.

3.2. Appendix B is a plain language descriptiothef COB process that explains to the
covered person how health plans will implement dowation of benefits. It is not intended to
replace or change the provisions that are set fortie contract. Its purpose is to explain the
process by which the two (2) or more plans will fayor provide benefits.

3.3. The COB provision contained in Appendix A dhne plain language explanation in
Appendix B do not have to use the specific word$fanmat shown in Appendix A or Appendix
B. Changes may be made to fit the language ahel gtyhe rest of the group contract or to
reflect the difference among plans which provideises, which pay benefits for expenses
incurred, and which indemnify. No other substamtthanges are allowed.

3.4. A COB provision may not be used that permipdan to reduce its benefits on the
basis that:

3.4.a. Another plan exists and the covered peadgbnot enroll in that plan;

3.4.b. A person is or could have been coveredmaaather plan, except with
respect to Part B of Medicare; or

3.4.c. A person has elected an option under anpthe providing a lower level
of benefits than another option which could havenbelected.

3.5. No plan may contain a provision that its ikémnare "always excess" or "always
secondary" except in accordance with this rule.

3.6. Under the terms of a closed panel plan, litsreae not payable if the covered
person does not use the services of a closed pematler. In most instances, COB does not
occur if a covered person is enrolled in two (2pmare closed panel plans and obtains services
from a provider in one of the closed panel plarsabse the other closed panel plan (the one
whose providers were not used) has no liabilitpwiever, COB may occur during the plan year
when the covered person receives emergency sethi@ewould have been covered by both
plans. Then the secondary plan shall use the gioms of section 7 of this rule to determine the
amount it should pay for the benefit.

3.7. No plan may use a COB provision, or any ofiievision that allows it to reduce its
benefits with respect to any other coverage itsres may have that does not meet the definition
of plan under subdivision c, subsection 2.11 of thie.

8114-28-4. Rules for Coordination of Benefits.

When a person is covered by two (2) or more plnesrules for determining the order
of benefit payments are as follows:



4.1.a. The Primary Plan must pay or provide itsgfies as if the Secondary Plan or
Plans did not exist. .

4.1.b. If the Primary Plan is a closed panel @lad the Secondary Plan is not a
closed planel plan, the Secondary Plan shall payaride benefits as if it were the Primary
Plan when a covered person uses a non-panel prpextpt for emergency services or
authorized referrals that are paid or providedheygdrimary plan.

4.1.c. When multiple contracts providing coorda@thtoverage are treated as a
single plan under this rule, this section appliely to the plan as a whole, and coordination
among the component contracts is governed by thestef the contracts. If more than one
carrier pays or provides benefits under the plaacarrier designated as primary within the plan
shall be responsible for the plan’s compliance whik rule.

4.1.d. If a person is covered by more than onersiary plan, the order of
benefit determination rules of this rule decide dhgger in which secondary plans benefits are
determined in relation to each other. Each seayrmalan shall take into consideration the
benefits of the primary plan or plans and the hénef any other plan, which, under the rules of
this rule, has its benefits determined before tludgbat secondary plan.

4.2. a. Except as provided in subdivision b of thibsection, a plan that does not
contain an order of benefit determination provisitimat are consistent with this rule is always
the primary plan unless the provisions of both glaagardless of the provisions of this
paragraph, state that the complying plan is primary

4.2.b. Coverage that is obtained by virtue of mersiip in a group and designed
to supplement a part of a basic package of bermafisprovide that the supplementary coverage
shall be excess to any other parts of the planigeovby the contract holder. Examples of these
types of situations are major medical coveragesateasuperimposed over base plan hospital
and surgical benefits, and insurance type covertiggsre written in connection with a closed
panel plan to provide out-of-network benefits.

4.3. A plan may take into consideration the besgfaid or provided by another plan
only when, under this rule, it is secondary to titaer plan.

4.4. Order of Benefit Determination. Each plaredaines its order of benefits using the
first of the following rules that applies:

4.4.a. Non-Dependent or Dependent
4.4.a.1. Subject to paragraph 2 of this subdinisibe plan that covers the
person other than as a dependent, for example anployee, member or subscriber,
policyholder or retiree, is the primary plan and ptan that covers the person as a dependent is
the secondary plan.

4.4.a.2.A. If the person is a Medicare benefigiand, as a result of the



provisions of Title XVIII of the Social Security Aand implementing rules, Medicare is:

4.4.a.2.A.1. Secondary to the plan covering thegreas a
dependent; and

4.4.a.2.A.2. Primary to the plan covering the peras
other than a dependent (e.g. a retired employee).

4.4.a.2B. Then the order of benefits is reversetthat the plan
covering the person as an employee member, subggoidicyholder or retiree is the secondary
plan and the other plan covering the person apantkent is the primary plan.

4.4.b. Dependent Child Covered Under More Than Blaa. Unless there is a
court decree stating otherwise, plans coveringoeiggent child shall determine the order of
benefits as follows:

4.4.b.1. For a dependent child whose parents ardged or are living
together, whether or not they have ever been naarrie

4.4.b.1.A. The of the parent whose birthday fedidier in a
calendar year is the primary plan; or

4.4.b.1.B. If both parents have the same birthtlteyplan that has
covered the parent longest is the primary plan.

4.4.b.2. For a dependent child whose parentsiaoecgd or separated or
are not living together, whether or not they haverdeen married:

4.4.b.2.A. If a court decree states that one ®fpidrents is
responsible for the dependent child’s health capeeses or health care coverage and the plan
of that parent has actual knowledge of those tetimasg plan is primary. If the parent with
responsibility has no health care coverage fod#pendent child’s health care expenses, but
that parent’s spouse does, that parent’s spoukisggpthe primary plan. This item shall not
apply with respect to any plan year during whichddgs are paid or provided before the entity
has actual knowledge of this court decree provjsion

4.4.b.2.B. If a court decree states that bothriarare responsible
for the dependent child’s health care expensegaltthcare coverage, the provisions of
subparagraph A of this paragraph shall determieetber of benefits;

4.4.b.2.C. If a court decree states that the pauteave joint
custody without specifying that one parent hasaesibility for the health care expenses or
health care coverage of the dependent, the proisibsubparagraph A of this paragraph shall
determine the order of benefits; or

4.4.b.2.D. If there is no court decree allocatiegponsibility for



the child’s health care expenses or health carerage, the order of benefits are as follows:

4.4.b.2.D.1. The plan covering the parent withadg of
the child;

4.4.b.2.D.2. The plan covering the spouse of Hremt
with the custody of the child;

4.4.b.2.D.3. The plan covering the parent notigvi
custody of the child; and

4.4.p.2.D.4. The plan covering the spouse of Hremt not
having custody of the child.

4.4.c. Active Employee or Retired or Laid-Off Eroyke. The plan that covers a
person as an active employee who is neither ldid@fretired (or as that employee's dependent)
is the primary plan. The plan covering that sams@n as a retired or laid-off employee or as a
dependent of a retired or laid-off employee isdbeondary plan. If the other plan does not have
this rule; and as a result, the plans do not agmetde order of benefits, this rule is ignored.isTh
rule does not apply if the rule in subdivision alog subsection can determine the order of
benefits.

4.4.d. COBRA or State Continuation Coverage

4.4.d.1. If a person whose coverage is providedyant to COBRA or
under a right of continuation pursuant to statetber federal law is covered under another plan,
the plan covering the person as an employee, memsiescriber or retiree or covering the
person as a dependent of an employee, member rfgvsar retiree is the primary plan and the
plan covering that same person pursuant to COBR#nder a right of continuation pursuant to
state or other federal law is the secondary plan.

4.4.d.2. If the other plan does not have this, rait@l if, as a result, the
plans do not agree on the order of benefits, thesis ignored.

4.4.d.3. This rule does not apply if the rule arggraph 1 can determine
the order of benefits.

4.4.e. Longer or Shorter Length of Coverage.

4.4.e.1. If the preceding rules do not determiveedarder of benefits, the
plan which covered the person for the longer peoidiime is the primary plan and the plan
which covered the person for the shorter periotihed is the secondary plan.

4.4.e.2. To determine the length of time a pefssbeen covered under
a plan, two successive plans shall be treated e# time covered person was eligible under the
second within twenty-four (24) hours after coveragder the first plan ended.



4.4.e.3. The start of a new plan does not include:
4.4.e.3.A. A change in the amount or scope oba'plbenefits;

4.4.e.3.B. A change in the entity that pays, mesior administers
the plan's benefits; or

4.4.e.3.C. A change from one type of plan to amofbuch as,
from a single employer plan to that of a multipteggoyer plan).

4.4.e.4. The person’s length of time covered uadaan is measured
from the person’s first date of coverage under pted. If that date is not readily available for a
group plan, the date the person first became a reoflihe group shall be used as the date
from which to determine the length of time the peats coverage under the present plan has
been in force.

4.4.1. If none of the preceding rules determifesdrder of benefits, the
allowable expenses shall be shared equally bettieeplans.

8114-28-5. Procedure to be Followed by SecondariaR to Calculate Benefits and Pay a
Claim.

5.1. In determining the amount to be paid by #madary plan on a claim, should the
plan wish to coordinate benefits, the secondany phall calculate the benefits it would have
paid on the claim in the absence of other health caverage and apply that calculated amount
to any allowable expense under its plan that isaithpy the primary plan. The secondary plan
may reduce its payment by the amount so that, wberbined with the amount paid by the
primary plan, the total benefits paid or providgdall plans for the claim do not exceed one-
hundred percent (100%) of the total allowable espdor that claim. In addition, the secondary
plan shall credit to its plan deductible any ameuttvould have credited to its deductible in the
absence of other health care coverage.

8114-28-6. Notice to Covered Persons.

6.1. A plan shall in its explanation of benefiteyaded to covered persons, include the
following language: "If you are covered by morertlmane health benefit plan, you should file all
your claims with each plan.” Upon request of a pthe Commissioner may approve an
alternative method of communicating this noticedoered persons.

8114-28-7. Miscellaneous Provisions.

7.1. A Secondary Plan that provides benefits enftiim of services may recover the
reasonable cash value of the services from thedfyiRlan, to the extent that benefits for the
services are covered by the Primary Plan and hawalready been paid or provided by the
Primary Plan. Nothing in this provision shall ideirpreted to require a plan to reimburse a
covered person in cash for the value of servicesiged by a plan which provides benefits in



the form of services.

7.2. a. A plan with order of benefit determipatrules that comply with this rule
(Complying Plan) may coordinate its benefits witblan that is "excess" or "always secondary"
or that uses order of benefit determination rubes &re inconsistent with those contained in this
rule (Noncomplying Plan) on the following basis:

7.2.a.1. If the Complying Plan is the Primary Rlashall pay or provide
its benefits first;

7.2.a.2. If the Complying Plan is the SecondaanPit shall pay or
provide its benefits first, but the amount of tleméfits payable shall be determined as if the
Complying Plan were the Secondary Plan. In sugituation, the payment shall be the limit of
the Complying Plan's liability; and

7.2.a.3. If the Noncomplying Plan does not provfueinformation
needed by the Complying Plan to determine its biEnefthin a reasonable time after it is
requested to do so, the Complying Plan shall asshateéhe benefits of the Noncomplying Plan
are identical to its own, and shall pay its beseditcordingly. If, within two (2) years of
payment, the complying plan receives informatiomoathe actual benefits of the non-complying
plan, it shall adjust payments accordingly.

7.2.b. If the Noncomplying Plan reduces its bdaefo that the covered person
receives less in benefits than the covered persandiave received had the Complying Plan
paid or provided its benefits as the Secondary Bfehthe Noncomplying Plan paid or provided
its benefits as the Primary Plan, and governinge3#av allows the right of subrogation set forth
below, then the Complying Plan shall advance tacthesred person or on behalf of the covered
person an amount equal to the difference.

7.2.c. In no event shall the Complying Plan adeamore than the Complying
Plan would have paid had it been the Primary Réas &ny amount it previously paid for the
same expense or service. In consideration ofdlkaree, the Complying Plan shall be
subrogated to all rights of the covered personragdine Noncomplying Plan. The advance by
the Complying Plan shall also be without prejud@any claim it may have against the
Noncomplying Plan in the absence of such subrogatio

7.3. COB differs from that of subrogation. Priommss for one may be included in health
care benefits contracts without compelling theusmn or exclusion of the other.

7.4. If the plans cannot agree on the order oéfisnwithin thirty (30) calendar days
after the plans have received all of the informatieeded to pay the claim, the plans shall
immediately pay the claim in equal shares and deter their relative liabilities following
payment, except that no plan shall be requiredajonpore than it would have paid had it been
the primary plan.



APPENDIX A
MODEL COB PROVISIONS

COORDINATION OF THIS CONTRACT'S BENEFITS WITH OTHEBENEFITS
l. APPLICABILITY

A. The Coordination of Benefits ("COB") provisiapplies when a person has health
care coverage under more than one plan. "Platefised below.

B. The order of benefit determination rules govorder in which each plan will pay
a claim for benefits. The plan that pays firstaled the primary plan. The primary plan must
pay benefits in accordance with its policy termthauit regard to the possibility that another
plan may cover some expenses. The plan that fii@ydtze primary plan is the secondary plan.
The secondary plan may reduce the benefits it paybat payments from all plans do not
exceed one-hundred percent (100%) of the totalvalibe expense.

Il. DEFINITIONS

A. "Plan” is any of these which provides bendiitservices for, medical or dental care
or treatment. If separate contracts are usedawige coordinated coverage for members of a
group, the separate contracts are consideredgfatie same plan and there is no COB among
those separate contracts:

1. "Plan” includes group and nongroup insurancgrects, health maintenance
organization (HMO) contracts, closed panel planstber forms of group or group-type
coverage, whether insured or uninsured. "Plamg imsludes medical care components of long-
term care contracts, such as skilled nursing caeglical benefits under group or individual
automobile contracts and Medicare or any otherrfddmvernmental plan, as permitted by law.

2. "Plan" does not include hospital indemnity aage or other fixed indemnity
coverage, accident only coverage, specified diseaspecified accident coverage, limited
benefit health coverage, school accident type @gesrbenefits for non-medical components of
long-term care policies, Medicare supplement pesicMedicaid policies, or coverage under
other federal governmental plans, unless permiijeldw.

B. "This Plan" means, in a COB provision, the drthe contract providing the health
care benefits to which the COB provision applied ahich may be reduced because of the
benefits of other plans. Any other part of thetcact providing health care benefits is separate
from this plan. A contract may apply one COB psiom to certain benefits, such as dental
benefits, coordinating only with similar benefiésd may apply another COB provision to
coordinate other benefits.

C. The order of benefit determination rules statether this plan is a primary plan or a
secondary plan when the person has health careagevander more than one plan.



1. When this plan is a primary plan, its benedits determined before those of
the other plan and without considering the othanisl benefits.

2. When this plan is a secondary plan, its benafié determined after those of
the other plan and may be reduced because of lilee plian's benefits and may reduce the
benefits it pays so that all plan benefits do na@eed one-hundred percent (100%) of the total
allowable expense.

D. "Allowable Expense" is a health care expensduding deductibles, coinsurance and
copayments, that is covered at least in part dgm@a @overing the person. When a plan provides
benefits in the form of services, the reasonaldf ealue of each service will be considered an
allowable expense and a benefit paid. An expdreag not covered by any plan covering the
person is not an allowable expense. In additiop,expense that a provider by law or in
accordance with a contractual agreement is prauldiom charging a covered person is not an
allowable expense.

1. The following are examples of expenses thahatallowable expenses:

(&) The difference between the cost of a privatgpital room and the
cost of a semi-private hospital room is not anvedible expense unless one of the plans provides
coverage for private hospital room expenses.

(b) If a person is covered by two (2) or more pl#mat compute their
benefit payments on the basis of usual and custofeas or relative value schedule
reimbursement methodology or other similar reimbomsnt methodology, any amount in excess
of the highest reimbursement amount for a spebé#iefit is not an allowable expense.

(c) If a person is covered by two (2) or more plémat provide benefit
payment on the basis of negotiated fees, an amo@xicess of the highest of the negotiated fees
is not an allowable expense.

(d) If a person is covered by one plan that caled its benefits or
services on the basis of usual and customary feesative value schedule reimbursement
methodology or other similar reimbursement methogpland another plan that provides its
benefits or services on the basis of negotiatesl the primary plan’s payment arrangement
shall be the allowable expense for all plans. Hewef the provider has contracted with the
secondary plan to provide the benefit or servicaafspecific negotiated fee or payment amount
that is different than the primary plan’s paymemaagement and if the provider’s contract
permits, the negotiated fee or payment shall bellbevable expense used by the secondary plan
to determine its benefits.

(e) The amount of any benefit reduction by thenary plan because a
covered person has failed to comply with the plavigions is not an allowable expense.
Examples of these types of plan provisions inclsel@nd surgical opinions, precertification of
admissions, and preferred provider arrangements.



E. "Closed Panel Plan" is a plan that providestheare benefits to covered persons
primarily in the form of services through a pankepmviders that have contracted with or are
employed by the plan, and that excludes coveragseiwices provided by other providers,
except in cases of emergency or referral by a paeetber.

F. "Custodial parent" is the parent awarded cysbyda court decree or, in the absence
of a court decree, is the parent with whom thedctekides more than one half of the calendar
year excluding any temporary visitation.

Ill. ORDER OF BENEFIT DETERMINATION RULES

When a person is covered by two or more plans;ules for determining the order of
benefit payments are as follows:

A. The primary plan pays or provides its beneditsording to its terms of coverage and
without regard to the benefits under any other plan

B. 1. Except as provided in paragraph (2) belwlan that does not contain a
coordination of benefits that is consistent witis ttule is always primary unless the provisions
of both plans state that the complying plan is pryn

2. Coverage that is obtained by virtue of membprsha group that is designed
to supplement a part of a basic package of berefdsprovides that this supplementary
coverage shall be excess to any other parts gflimeprovided by the contract holder.
Examples of these types of situations are majoricaédoverages that are superimposed over
base plan hospital and surgical benefits, and ams# type coverage that are written in
connection with a closed panel plan to provideafutetwork benefits.

C. A plan may consider the benefits paid or preditdy another plan in calculation
payment of its benefits only with it is secondaryhat other plan.
D. Each plan determines its order of benefitsgitie first of the following rules that

apply:

1. Non-Dependent/Dependent. The plan which caverperson other than as
dependent, for example as an employee, membecypolder, subscriber or retiree is the
primary plan and the plan that covers the persandependent is the secondary plan. However,
if the person is a Medicare beneficiary and, assalt of federal law, Medicare is secondary to
the plan covering the person as a dependent; amamyrto the plan covering the person as other
than a dependent (e.g. a retired employee); threeortther of benefits between the two plans is
reversed so that the plan covering the person asn@oyee, member, policyholder, subscriber
or retiree is the secondary plan and the otherigléme primary plan.

2. Dependent Child Covered Under More Than Ona.Plinless there is a court
decree stating otherwise, when a dependent chddviered by more than one plan the order of
benefits is determined as follows:



(a) For a dependent child whose parents are rdasriare living
together, whether or not they have ever been naarrie

(1) The plan of the parent whose birthday falldieain a
calendar year is the primary plan; or

(2) If both parents have the same birthday, the ghat has
covered the parent longest is the primary plan.

(b) For a dependent child whose parents are digboc separated or not
living together, whether or not they have ever baanried:

(1) If there is no court decree allocating resjiuhty for the
dependent child’s health care expenses or heaithcowerage, the order of benefits for the child
are as follows:

(i) The plan of the parent with custody of thel@hi

(i) The plan of the spouse of the parent with the
custody of the child;

(i) The plan of the parent not having custodytw# child;
and

(iv) The plan of the spouse of the parent not ingwvi
custody of the child;

(2 If the specific terms of a court decree sthtd bne of the
parents is responsible for the health care expesfdbe dependent child, and the plan of that
parent has actual knowledge of those terms, tlaatiglprimary. This rule applies to plan years
commencing after the plan is given notice of thertdecree;

(3) If a court decree states that both parentsesmgonsible for the
dependent child’s health care expenses or heakhccaerage, the provisions of (a) above shall
determine the order of benefits.

(4) If the court decree states that the parents fant custody,
without stating that one of the parents is resgmador the health care expenses of the
dependent child, the provisions of (a) above dhetitrmine the order of benefits.

(c) For a dependent child covered under more t¢imenplan of
individuals who are not the parents of the chit@, provisions of (a) or (b) above shall
determine the order of benefits as if those indigid were the parents of the child.

3. Active Employees or Retired or Laid-Off EmpleyeThe plan that covers a
person as an active employee, that is, an emplelieas neither laid off nor retired is the



primary plan. The plan covering that same persoa ietired or laid-off employee is the
secondary plan. The same would hold true if agreis a dependent of an active employee and
that same person is a dependent of a retiredaofaiemployee. If the other plan does not have
this rule, and as a result, the plans do not atpiseule is ignored. This rule does not apply if
the rule labeled D(1) of this section can deterntimeeorder of benefits.

4. COBRA or State Continuation Coverage. If asparwhose coverage is
provided pursuant to COBRA or under a right of cmtion provided by state or other federal
law is covered under another plan, the plan cogetie person as an employee, member,
subscriber or retiree or covering the person aspamdent of an employee member, subscriber
or retiree is the primary plan and the COBRA otesta other federal continuation coverage is
the secondary plan. If the other plans do not llagerule, and as a result, the plans do not
agree on the order of benefits this rule is ignoréhis rule does not apply if the rule labeled
D(1) of this section can determine the order ofdfién

5. Longer or Shorter Length of Coverage. The ptarch that covered a person
as an employee, member, subscriber or retiree taaglee primary plan and the plan which
covered that person for the shorter period of tsrtée secondary plan.

6. If the preceding rules do not determine theenal benefits, the allowable
expenses shall be shared equally between the plaesng the definition of plan. In addition,
this plan will not pay more than it would have phatl it been the primary plan.

IV. EFFECT ON THE BENEFITS OF THIS PLAN

When this plan is secondary, it may reduce its fisnso that the total benefits paid or
provided by all plans during a plan year are noteriban the total allowable expenses. In
determining the amount to be paid for any claire,sacondary plan will calculate the benefits it
would have paid in the absence of another heatthaa/erage and apply that calculated amount
to any allowable expense under its plan that isaithpy the primary plan. The secondary plan
may then reduce its payment by the amount soen combined with the amount paid by the
primary plan, the total benefits paid or providedall plans for the claim do not exceed the total
allowable expense for that claim. It addition, seeondary plan shall credit to its plan
deductible any amounts it would have creditedgaéductible in the absence of other health
care coverage.

V. RIGHT TO RECEIVE AND RELEASE NEEDED INFORMATION

Certain facts about health care coverage are ndedsaply these COB rules and to
determine benefits payable under this plan and qtlaes. [Organization responsible for COB
administration] may get needed facts from or ghent to any other organization or person to
the extent reasonably necessary to apply thesg aunlg to determine benefits payable under this
plan and other plans covering the person claimamgebts. [Organization responsible for COB
administration] need not tell, or get the consénany person to do this. Each person claiming
benefits under this plan must give [Organizatispaomsible for COB administration] any facts it
needs to apply those rules and determine benefyisie.



VI. FACILITY OF PAYMENT

A payment made under another plan may include asuatthat should have been paid
under this plan. If it does, [Organization respblesfor COB administration] may pay that
amount to the organization that made that paym&hat amount will then be treated as though
it were a benefit paid under this plan. [Organaatesponsible for COB administration] will
not have to pay that amount again. The term "paym&ade” includes providing benefits in the
form of services, in which case "payment made" meaasonable cash value of the benefits
provided in the form of services.

VIl. RIGHT OF RECOVERY

If the amount of the payments made by [Organizatesponsible for COB
administration] is more than it should have paidenthis COB provision, it may recover the
excess from one or more of the persons it hasgrdiolk whom it has paid; or any other person
or organization that may be responsible for theebenor services provided for the covered
person.

The "amount of the payments made" includes theoredde cash value of any benefits
provided in the form of services.



APPENDIX B

CONSUMER EXPLANATORY BOOKLET

COORDINATION OF BENEFITS

IMPORTANT NOTICE

This is a summary of only a few of the provisions of your health plan to help
you understand coordination of benefits, which can be very complicated. This
is not a complete description of all of the coordination rules and procedures,
and does not change or replace the language contained in your insurance
contract, which determines your benefits.

Double Coverage
It is common for family members to be covered byreénthan one health care plan. This
happens, for example, when a husband and wife wotk and choose to have family coverage
through both employers.

When you are covered by more than one health glate law permits your insurers to
follow a procedure called "coordination of benéfttsdetermine how much each should pay when
you have a claim. The goal is to make sure tlattmbined payments of all plans do not add up
to more than your covered health care expenses.

Coordination of benefits (COB) is complicated, angers a wide variety of circumstances.
This is only an outline of some of the most commaas. If your situation is not described, read
your evidence of coverage or contact your statgramse department.

Primary or Secondary?
You will be asked to identify all the plans thaveomembers of your family. We need this
information to determine whether we are the "priyhar "secondary" benefit payer. The primary
plan always pays first when you have a claim.

Any plan that does not contain your state’s CORBswlill always be primary.
When This Plan is Primary

If you or a family member are covered under anophen in addition to this one, we will
be primary when:

Your Own Expenses

* The claim is for your own health care expensessasou are covered by Medicare
and both you and your spouse are retired.



Your Spouse’s Expenses

» The claim is for your spouse, who is covered by i@, and you are not both
retired.

Your Child’'s Expenses

* The claim is for the health care expenses of ybild evho is covered by this plan
and

* You are married and your birthday is earlier inybkar than your spouse’s or you are
living with another individual, regardless of whettor not you have ever been
married to that individual, and your birthday islies than that other individual's
birthday. This is known as the "birthday rule”;

or

* You are separated or divorced and you have inforaseaf a court decree that makes

you responsible for the child’s health care expsnse
or
* There is no court decree, but you have custodigethild.

Other Situations
We will be primary when any other provisions oftstar federal law require us to be.

How We Pay Claims When We Are Primary
When we are the primary plan, we will pay the b#s@f accordance with the terms of your
contract, just as if you had no other health cakerage under any other plan.

How We Pay Claims When We Are Secondary
We will be secondary whenever the rules do notireqgus to be primary.

How We Pay Claims When We Are Secondary
When we are the secondary plan, we do not pay aftél the primary plan has paid its
benefits. We will then pay part or all of the allable expenses left unpaid, as explained below. An
"allowable expense" is a health care expense cougr®ne of the plans, including copayments,
coinsurance and deductibles.

. If there is a difference between the amount thegpddlow, we will base our payment
on the higher amount. However, if the primary glas a contract with the provider, our
combined payments will not be more than the amoalid for in our contract or the
amount called for in the contract of the primargmlwhichever is higher. Health
maintenance organizations (HMOs) and preferredigepwrganizations (PPOs) usually
have contracts with their providers.

. We will determine our payment by subtracting theoant the primary plan paid
from the amount we would have paid if we had beemary. We may reduce our



payment by any amount so that, when combined Wwithaimount paid by the primary
plan, the total benefits paid do not exceed thal @ltowable expense for your claim.
We will credit any amount we would have paid in #tesence of your other health care
coverage toward our own plan deductible.

If the primary plan covers similar kinds of heaitire expenses, but allows expenses that
we do not cover, we may pay for those expenses.

We will not pay an amount the primary plan did oover because you did not follow
its rules and procedures. For example, if youn plas reduced its benefit because you
did not obtain pre-certification, as required bgtthlan, we will not pay the amount of
the reduction, because it is not an allowable ezpen

Questions About Coordination of Benefits?
Contact Your State Insurance Department



